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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

I n  t h e  Matter of:  

CASE NO. 9430 AN ADJUSTMENT OF RATES OF LESLIE 
COUNTY TELEPHONE COMPANY, I N C .  1 

ORDER FOR R E H E A R I N G  

On June 2 ,  1986, t h e  C o i n i n i s s i o n  e n t e r e d  a n  O r d e r  g r a n t i n g  

Leslie County T e l e p h o n e  Coinpany, Inc., ("Leslie Coun ty" )  $43 ,328  

i n  increased operat ing revenues .  On J u n e  238 1986,  Leslie C o u n t y  

f i l e d  a 

t re  atinen t 

p e t i t i o n  for r e h e a r i n g ,  d i s p u t i n g  t h e  Coimniss ion ' s  

o f  the f o l l o w i n g  i s s u e s :  

Right-of-way C l e a r i n g  E x p e n s e  
M a i n t e n a n c e  Expense  
Ehnbedded Custoiner  Premises Equipment  ( "CPE" ) 
I n t e r e s t  D u r i n g  C o n s t r u c t i o n  ('IDC') 
Coinp a n y  Au toinob i 1 e 
Rate Case E x p e n s e  
I n v e s t i n e n t  Tax C r e d i t  ( " I T C " )  
T imes  Interest Earned Rat io  ( "TIER" ) 

On t h e  sane d a y  t h e  Consuiner P r o t e c t i o n  D i v i s i o n  of t h e  A t t o r n e y  

G e n e r a l ' s  Off ice ( " A G " )  filed its request  for t h e  C o i ~ n i s s i o n ' s  

r e c o n s i d e r a t i o n  of the f o l l o w i n g  i s s u e s :  

( a )  Rate Base 
(b) Toll Revenues 
( c )  Local Revenues  
( d )  M i s c e l l a n e o u s  Revenues  
(e) Depreciation Expense  

D I S C U S S I O N  

L e s l i e  C o u n t y  r e q u e s t e d  r e h e a r i n g  o n  r i g h t - o f - w a y  c l e a r i n g  

e x p e n s e  a s k i n g  t h a t  t h e  Coininission adopt L e s l i e  C o u n t y ' s  proposed 

3.667 year averaging of r i g h t - o f - w a y  expense on  t h e  g r o u n d s  t h a t  



1 it was in c o n f o r m i t y  w i t h  t h e  i n e t h o d o l o g y  used i n  Case 9002, 

L e s l i e  County  c i t e d  cases i n  s u p p o r t  of i ts  p o s i t i o n  t h a t  

r i g h t - o f - w a y  c l e a r i n g  e x p e n s e s  s h o u l d  be g a u g e d  by c o m p a r i n g  t h e  

c h a r g e s  inade by C l e a r  P a t h  w i t h  t h e  c h a r g e s  of o t h e r  finns. T h o s e  

cases are n o t  d i s p o s i t i v e  of t h e  i s s u e  p r e s e n t e d  h e r e i n ,  s i n c e  n o  

d i r e c t l y  comparable q u o t a t i o n s  are  c o n t a i n e d  I n  t h e  record. 

D e s p i t e  Leslie C o u n t y ' s  p r e f e r r e d  a p p r o a c h ,  Leslie C o u n t y  

acknowledged  t h a t  t h e  a p p r o a c h  adopted by t h e  Cot~nission h a s  

suppor t  i n  t h e  case l a w  froin s e v e r a l  j u r i s d i c t i o n s .  The C o i m n i s -  

SiOn h a s  p r e v i o u s l y  d e t e r m i n e d  t h a t  t h e  services perfonned by 

C l e a r  P a t h ,  I n c . ,  L e s l i e  C o u n t y ' s  a f f i l i a t e ,  c o u l d  h a v e  b e e n  

p e r f o n n e d  b y  L e s l i e  C o u n t y  i t s e l f .  T h e r e f o r e ,  t h e  p r o f i t s  of 

Clear P a t h ,  Inc,, s h o u l d  a p p r o p r i a t e l y  be e l i m i n a t e d ,  once any 

a d d i t i o n a l  e x p e n s e  t o  L e s l i e  C o u n t y  of d o i n g  t h e  r i g h t - o f - w a y  

maintenance i t s e l f  has been identified. Leslie C o u n t y  added  t h a t  

i f  t h e  Coinmission dec ided  t o  base i ts  d e c i s i o n  o n  t h e  

p r o f i t a b i l i t y  of C l e a r  P a t h ,  I n c . ,  t h e  Coinmission s h o u l d  a l s o  

c o n s i d e r  a l l  of the o p e r a t i n g  e x p e n s e s  i n c l u d i n g  payroll t a x e s  a n d  

o t h e r  ove rheads  in i ts  c a l c u l a t i o n .  

The Coininission c o n c u r s  i n  t h a t  o v e r h e a d s  s h o u l d  be considered 

i n  d e t e r m i n i n g  t h e  n o n n a l  r e c u r r i n g  l e v e l  of right-of-way e x p e n s e .  

However, a t  t h e  time t h e  Coinmission i s s u e d  i t s  O r d e r  the proper 

test  period f i n a n c i a l  d a t a  n e e d e d  t o  d e t e n n i n e  t h e s e  o v e r h e a d s  w a s  

n o t  made a v a i l a b l e .  I n  i ts p e t i t i o n  Leslie Coun ty  has f i l e d  

The A p p l i c a t i o n  of Leslie C o u n t y  T e l e p h o n e  Cotnpany, Inc.? for 
Order A u t h o r i z i n g  A d j u s t i n e n t  of Rates and  C h a r g e s ,  Order  d a t e d  
J a n u a r y  3, 1985. 
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a d d i t i o n a l  f i n a n c i a l  i n f o r m a t i o n  for C l e a r  P a t h ,  I n c . ,  w h i c h  is 

h e l p f u l :  however Leslie C o u n t y  has  y e t  t o  f i l e  t h e  proper Einan-  

cia1 d a t a  for t h e  test period. The f i n a n c i a l  da t a  r e q u i r e d  by t h e  

Commission t o  ca l cu la t e  t h e  appropr i a t e  o v e r h e a d  costs is: 

1) Clear  P a t h ' s  o p e r a t i n g  e x p e n s e s  for t h e  period March 30, 

1985,  through A u g u s t  2 8 ,  1985.  

2 )  C l e a r  P a t h ' s  1 9 8 5  f e d e r a l  a n d  s t a t o  t a x  r e t u r n s .  

3) Identification, by invoice, of t h e  r i g h t - o f - w a y  c l e a r i n g  

w h i c h  L e s l i e  C o u n t y  chose t o  c a p i t a l i z e  d u r i n g  1985. 

Therefore, t h e  Coirunission g r a n t s  r e h e a r i n g  o n  the proper 

l e v e l  of r i g h t - o f - w a y  c l e a r i n g  e x p e n s e ,  s u b j e c t  t o  t h e  c o n d i t i o n  

t h a t  Leslie County file t h e  n e c e s s a r y  i n f o r m a t i o n  requested 

h e r e i n .  

Leslie C o u n t y  requested r e h e a r i n g  on t h e  i s s u e  of m a i n t e n a n c e  

e x p e n s e ,  d i v i d i n g  i t  i n t o  t h e  three s u b - i s s u e s  of: 

(1) R e a r r a n g e m e n t  of cable, a e r i a l  w i r e ,  drop wire and pole 

l i n e s .  

(2) Cost of i n s t a l l a t i o n ,  t e s t i n g  and  r o u t i n i n g  used cen t r a l  

of f  ice equipirrent ("COE" ) . 
( 3 )  M a i n t e n a n c e  e x p e n s e  associated w i t h  embedded CPE. 

Leslie C o u n t y  r e q u e s t e d  r e h e a r i n g  of the f i r s t  t w o  s u b - I s s u e s  

basod upon Le61 Le C o u n t y ' s  i n t e r p r e t a t i o n  of t h e  expense a c c o u n t  

d e s c r i p t i o n  c o n t a i n e d  i n  t h e  Federal  Coininunlcat ions Coinrnfssion 

Unlfonn S y s t e m  of A c c o u n t s  ( " U S o A " )  . W h i l e  Leslie C o u n t y '  8 

i n t e r p r e t a t i o n s  of the USoA may be correct u n d e r  o ther  c i r cu in -  

s t a n c e s ,  d u r i n g  t h e  test  period Lesie C o u n t y  w a s  i n  t h e  i n f d s t  of a 
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major C o n s t r u c t i o n  pr0grtun2 and  t h e r e f o r e ,  the USoA (Sec. 

3 1 - 1 0 0 ~ 2 )  i n s t r u c t s  t h a t  all construction costs be recorded In 

u t i l i t y  p l a n t  u n d e r  c o n s t r u c t i o n  b e f o r e  b e i n g  t r a n s f e r r e d  to  t h e  

proper u t i l i t y  p l a n t  accounts.  

L e s l i e  C o u n t y  h a s  f a i l e d  t o  provide a n y  new i n f o n n a t i o n  to  

t h e  Coimnission w h i c h  n e c e s s i t a t e s  a d e v i a t i o n  froin i ts o r i g i n a l  

d e c i s i o n .  T h e r e f o r e ,  t h e  Coininission w i l l  n o t  allow r e h e a r i n g  o n  

t h e  issues of r e a r r a n g e m e n t  of cable,  a e r i a l  wire, etc., and  cost 

of i n s t a l l a t i o n ,  t e s t i n g  and  r o u t i n i n g  u s e d  COE. 

Leslie C o u n t y  w a s  r e q u e s t e d  t o  f i l e  t e s t  p e r i o d  b reakdowns  of 

t h e  f o l l o w i n g  m a i n t e n a n c e  expense a c c o u n t s  a f t e r  t h e  h e a r i n g :  

Account  No. 6 0 5  Ehbedded CPE 
Account  No. 6 0 5 . 2  S t a t i o n  Equipment-Moves,  E t c .  
Accoun t  N o .  605.4  Repair  of T e l e p h o n e  Sets. 

However, Leslie County d i d  not provide the requested l n f o n n a t l o n  

u n t i l  i ts  f i l i n g  for rehearing. Based upon t h i s  i n f o n n a t i o n ,  t h e  

Coxmiss ion  will g r a n t  Leslie C o u n t y ' s  request for r e h e a r i n g  o n  t h e  

issue of m a i n t e n a n c e  e x p e n s e  a s s o c i a t e d  w i t h  embedded CPE and  w i l l  

consider t h i s  i s s u e  w i t h  t h e  o v e r a l l  issue of CPE. 

Leslie C o u n t y  r e q u e s t e d  r e h e a r i n g  on  t h e  d e r e g u l a t i o n  of CPE 

s t a t i n g  t h a t  i t  agreed w i t h  t h e  Coirunlss ion 's  r e v e n u e  a d j u s t i n e n t ,  

b u t  c o n s i d e r e d  t h e  e x p e n s e  a d j u s t m e n t  to be unreasonable. The 

m e t h o d o l o g y  u s e d  by t h e  Coicunission was proposed by L e s l i e  C o u n t y  

T r a n s c r i p t  of E v i d e n c e  ("T.E."), H e a r i n g  d a t e  A p r i l  8 ,  1986, 
pages 196, 201 and 202. 
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i n  A d m i n i s t r a t i v e  Case No. 2573 a n d  r e s u l t e d  i n  approximately 21 

p e r c e n t  of o p e r a t i n g  e x p e n s e s  being allocated to  d e r e g u l a t e d  CPE, 

Leslie County argued t h a t  t h e  i n e t h o d o l o g y  used does n o t  t a k e  into 

a c c o u n t  a l l  u n d e r l y i n g  r e v e n u e s ,  such as t o l l  and in~scellaneous. 

I n  o r d e r  to  d e t e r m i n e  t h e  a p p r o p r i a t e  r e v e n u e  and  e x p e n s e  

a d j u s t m e n t  t h e  Commission r e q u i r e s  Leslie C o u n t y  to file t h e  

f o l l o w i n g  test p e r i o d  i n f o r m a t i o n :  

(1) A coinplete detdiled breakdown of all items included i n  

t h e  r e v e n u e  f i g u r e  of $188,361.  

( 2 1  A coinplete detailed breakdown of maintenance expense 

accounts 6 0 5 ,  6 0 5 . 2  and 605.4 .  

( 3 )  Any expense al locat ion w h i c h  Leslie C o u n t y  f i n d s  appro- 

p r ia te  a l o n g  w i t h  t h e  s u p p o r t i n g  reasons for t h e  allo- 

c a t i o n  methodology c h o s e n .  ( A l l  e x p e n s e  items do n o t  

h a v e  t o  be a l loca ted  o n  the same basis.) 

T h e r e f o r e ,  t h e  Commission grants r e h e a r i n g  o n  t h e  i s s u e  of CPE o n  

the express c o n d i t i o n  that Leslie C o u n t y  file the requested 

inf ortnat i o n  

L e s l i e  C o u n t y  r e q u e s t e d  r e h e a r i n g  o n  the i s s u e  of IDC arguing 

t h a t  its p r o j e c t e d  l e v e l  of $50,000 was a more a c c u r a t e  measure of 

the f u t u r e  l e v e l  of c o n s t r u c t i o n  work i n  progress ("CWIP") a n d  

t h a t  i t  would be u n r e a s o n a b l e  to base IDC upon t h e  CWIP l e v e l  that 

e x i s t e d  i n  t h e  m i d d l e  of a m u l t i - m i l l i o n  d o l l a r  c o n s t r u c t i o n  

program. Leslie C o u n t y  a d d e d  t h a t  i f  t h e  Coimnission m a i n t a i n e d  

The D e t a r l f f  i n g  o f  Customer Premie98 Equipment  P u r c h a s e d  
S u b s e q u e n t  t o  January 1, 1983 ( S e c o n d  Computer  Inquiry PCC 
Docket 2 0 8 2 8 ) .  
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t h a t  IDC be coinputed u s i n g  e n d  of t h e  test period CWIP, t h e n  IDC 

s h o u l d  be i n c l u d e d  i n  t h e  s t a t e  and  federal t a x  c a l c u l a t i o n s .  

The C o m n i s s i o n  based IDC o n  t h e  e n d  of tes t  per iod l e v e l  of 

CWIP i n  order to  p r o p e r l y  m a t c h  t e s t  period r a t e  base with 

e a r n i n g s .  T h i s  n a i n t a i n e d  t h e  a c t u a l  e n d  of t e s t  period levels 

and negated t h e  need  for t h e  p ro  forma a d j u s t m e n t s  n e c e s s a r y  t o  

m a i n t a i n  proper m a t c h i n g .  While the f u t u r e  l e v e l  of CWIP may be 

somewhat lower than t h e  a c t u a l  e n d  of t e s t  p e r i o d  l eve l ,  Leslie 

C o u n t y ' s  projected $50,000 leve l  is based on o n l y  2 pr ior  y e a r s  

CWIP l e v e l s .  I t  also does n o t  meet t h e  Coitunisshon's r a t e - m a k i n g  

c r i t e r i a  of b e i n g  e i ther  known or measurable. I n  o r d e r  f o r  Leslie 

Coun ty  t o  s u p p o r t  a n y  o t h e r  l e v e l  of IDC, Leslie Coun ty  m u s t  

p r o v i d e  a l l  a d j u s t m e n t s  to  r e v e n u e s  and  e x p e n s e s  w h i c h  would  

r e s u l t  froin t h e  c o n v e r s i o n  of CWIP t o  p l a n t  I n  s e r v i c e  i n  order t o  

tneet i ts  b u r d e n  of proof. Therefore, t h e  Coinmission will grant 

r e h e a r i n g  on the i s s u e  of IDC. 

L e s l i e  C o u n t y  r e q u e s t e d  rehearing o n  t h e  company p r o v i d e d  

a u t o i n o b i l e ,  s t a t i n g  t h a t  t h e  amount  p r o p o s e d  by t h e  AG had n o  

s u p p o r t  or b a s i s  in t h e  case other  t h a n  DeWard's S u p p l e i n e n t a l  

Test iinony 

Leslie C o u n t y  added t h a t  if t h o  persons1 u s e  of t h e  auto- 

mobile is t o  be d i s a l l o w e d  t h e n  t h e  lease v a l u e  of t h e  a u t o m o b i l e  

s h o u l d  be t h e  b a s i s  for  t h e  a d j u s t m e n t .  T h e  Cotninission Is of t h e  

o p i n i o n  t h a t  L e s l i e  C o u n t y ' s  proposed ad  j u s t i n e n t  s h o u l d  also 

c o n t a i n  t h e  appropriate  i n s u r a n c e  cost and operational e x p e n s e s  

( l e e . ,  g a s r  e t c ) .  I n  order for t h e  C o t m i s s i o n  to properly compute  
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t h e  n e c e s s a r y  a d j u s t m e n t  Leslie C o u n t y  ahould f i l e  t h e  f o l l o w i n g :  

(1) The c o n t i n u o u s  a u t o i n o b i l e  r e c o r d s  r e q u i r e d  by t h e  

I n t e r n a l  Revenue  Code to  s u b s t a n t i a t e  b e t w e e n  p e r s o n a l  

a n d  b u s i n e s s  use. 

( 2 )  A l i s t i n g  of Opera t ing  E x p e n s e s  f o r  t h e  a u t o m o b i l e  for  

t h e  test  period. 

Therefore, the Coinmission w i l l  grant r e h e a r i n g  o n  the issue Of 

company a u t o m o b i l e  s u b j e c t  t o  t h e  c o n d i t i o n  t h a t  Leslie Coun ty  

f i l e  t h e  r e q u e s t e d  i n f o r m a t i o n .  

Leslie Coun ty  r e q u e s t e d  r e h e a r i n g  o n  t h e  i s s u e  of r a t e  case 

e x p e n s e  dividing i t  into the f o l l o w i n g  t w o  s u b - i s s u e s :  

(1)  The m o u n t  of ra te  case expense a l lowed  for  r a t e - m a k i n g  

p u r p o s e s  . 
( 2 )  The m o r t i z a t i o n  p e r i o d  of t h e  rate case expense. 

As quoted by Leslie Coun ty ,  R i c h a r d  Swanson,  par tner  In t h e  

firm of A r t h u r  Ander son  and Company, C e r t i f i e d  P u b l i c  A c c o u n t a n t s ,  

t e s t i f i e d  a s  follows: "I w a s n ' t  d i r e c t l y  i n v o l v e d  i n  t h e  a u d i t ,  

but I u n d e r s t a n d  t h a t  t h e  a u d i t  w e n t  r e a s o n a b l y  W e l l . ' 4  

T h e r e f o r e ,  Mr. Swanson ' s  o p i n i o n  o n  the c o n U i t i o n  of Leslie 

C o u n t y ' s  f i n a n c i a l  records is n o t  based upon f i r s t  hand  knowledge ,  

but r a t h e r  w h a t  someone else had  t o l d  him. Leslie Coun ty  appears 

to have gone froin o n e  end of t h e  spectrum i n  C a s e  No. 9002 w h e r e  

it a t t e m p t e d  t o  f i l e  i ts  own case a t  lower c o s t n ,  to the appomite 

aide of the s p e c t r u m  i n  t h i e  case.  The C o t n i n i a s i o n  reiterates i t g  

T.E., page 279. 
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o p i n i o n  t h a t  Leslie C o u n t y ' s  f i n a n c i a l  records are poorly main-  

tained and documented  a n d  i n  f u r t h e r  s u p p o r t  of t h i s  o p i n i o n  n o t e s  

Leslie C o u n t y ' s  i n a b i l i t y  t o  f i l e  t h e  appropr ia te  i n f o n n a t i o n  

requested a t  the h e a r i n g  regarding t h e  maintenance e x p e n s e  

accounts.  Leslie C o u n t y  h a s  f a i l e d  to  f i l e  a n y  new i n f o n n a t i o n  

w h i c h  would p e r s u a d e  t h e  Cornmission t o  d e v i a t e  froin its p o s i t i o n  

and, t h e r e f o r e ,  d e n i e s  r e h e a r i n g  o n  t h i s  i s s u e  of r a t e  case 

e x p e n s e .  

L e s l i e  C o u n t y  r e q u e s t e d  r e h e a r i n g  o n  t h e  i s s u e  of t h e  mor- 

t i z a t i o n  per iod for r a t e  case e x p e n s e .  Leslie C o u n t y  r e q u e s t e d  

t h a t  the amor t i za t ion  p e r i o d  be c h a n g e d  froin 3 to 2 years a n d  

p r o v i d e d  supporting e v i d e n c e  for its pos i t ion .  T h e r e f o r e ,  the 

Coininission g r a n t s  r e h e a r i n g  o n  the issue of r a t e  case m n o r t i z a t i o n  

period . 
Leslie C o u n t y  r e q u e s t e d  r e h e a r i n g  o n  t h e  i s s u e  of ITC a r g u i n g  

t h a t  the Coimnis s ion ' s  a p p r o a c h  jeopardizes  Leslie C o u n t y ' s  f u t u r e  

a b i l i t y  t o  use its I T C  because (1) the method is not i n  a c c o r d a n c e  

w i t h  t h e  g e n e r a l  r u l e  of t h e  I n t e r n a l  Revenue Code, a n d  ( 2 )  the 

Cormnission 's  c a l c u l a t i o n  was based o n  I T C  t h a t  L e s l i e  County  h a d  

n e v e r  u s e d .  Leslie C o u n t y  provided a s h o r t  history of ITC i n  

d a L o n r o  of i ts arautwnt.. 

Had L e s l i e  C o u n t y ' s  r e v e n u e  r e q u i r e m e n t s  b e e n  d e t e r m i n e d  

using a R e t u r n  o n  N e t  I n v e s t m e n t  t h e n  Leslie C o u n t y ' s  a p p r o a c h  t o  

ITC would h a v e  b e e n  appropriate .  However, eince L e s l i e  C o u n t y ' s  

r e v e n u e  r e q u i r e m e n t  was ca lcu la t ed  u s i n g  a TIER, then Leslie 

C o u n t y ' s  r a t e p a y e r s  would  h a v e  r e c e i v e d  no direct  b e n e f i t  u n d e r  

Leslie C o u n t y ' s  proposed I T C  m e t h o d o l o g y .  The Coininission' s 
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c o n c e r n  for  t h i s  top ic  was made a p p a r e n t  t h r o u g h  t h e  e x t e n s i v e  

c r o s s - e x a m i n a t i o n  of R i c h a r d  Swanson.' The Coinmission refers to  

f o o t n o t e  5 of L e s l i e  C o u n t y ' s  1985 a u d i t e d  f i n a n c i a l  etatetnents 

wh ich  shows t h a t  L e s l i e  C o u n t y  h a s  a p p r o x i i n a t e l y  $728 ,000  of 

u n u s e d  ITC t h a t  c a n  be carr ied forward t o  t h e  y e a r s  1 9 9 4  t h r o u g h  

2000. The Coinmission is of t h e  o p i n i o n  t h a t  t h i s  i o  a n  a d e q u a t e  

time s p a n  i n  w h i c h  Leslie C o u n t y  c a n  u s e  i ts  ITC c a r r y  f o r w a r d 1  

however, if for a n y  v i a b l e  r e a s o n  Leslie C o u n t y  is u n a b l e  t o  u s e  

all of its ITC t h e n  it w i l l  be able to  reclaim t h e  u n u s e d  amount  

a l r e a d y  amortized i n  t h e  f u t u r e .  

The Coininission used the financial d a t a  for the years 1971 

t h r o u g h  1984;  however, d u e  t o  the l n f o n n a t i o n  f i l e d  by Leslie 

C o u n t y  r e g a r d i n g  t h e  h i s t o r y  of I T C  i t  was made a p p a r e n t  t h a t  ITC 

may h a v e  been c l a i m e d  by  Leslie C o u n t y  as e a r l y  as  1971.  There- 

fore, t h e  Coininission d e n i e s  r e h e a r i n g  o n  t h e  m e t h o d o l o g y  of ITC, 

b u t  g r a n t s  r e h e a r i n g  on t h e  f i n a n c i a l  d a t a ,  s u b j e c t  to t h e  c o n d i -  

t i o n  t h a t  L e s l i e  C o u n t y  f i l e  t h e  1971 t h r o u g h  1981 f e d e r a l  t a x  

r e t u r n s .  

The l a s t  r e h e a r i n g  r e q u e s t  made by  Leslie C o u n t y  was o n  t h e  

issue of TIER, basing its argument t h a t  a TIER of 1 . 5 X  Is t h e  

ininitnuin c o v e r a g e  r e q u i r e m e n t  of its l o a n  a n d  t h a t  t h e  a d d i t i o n a l  

coverage r e q u e s t e d  is n e c e s s a r y  d u e  t o  t h e  a d d i t i o n a l  d e b t  Leslie 

County would i n c u r .  The  Coininiss ion grants r e h e a r i n g  on t h e  issue 

of T I E R ,  b u t  r e m i n d s  L e s l i e  C o u n t y  t h a t  it h a s  t h e  burden of proof 

t o  support a d e v i a t i o n  from t h e  TIER of 1 . S X .  

T . E . ,  pages 267-278. 
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The AG r e q u e s t e d  r e h e a r i n g  o n  ra te  base  s t a t i n g  that t h e  

Coimaission failed t o  reduce r a t e  base by $19,132 of u n r e c o g n i z e d  

c o n t r i b u t i o n s .  A f t e r  c o m p l e t i n g  a r ev iew of t h e  t r a n s c r i p t s ,  t h e  

Commiss ion  has d e t e r m i n e d  t h a t  i t  was n o t  a d e q u a t e l y  p r o v e n  

w h e t h e r  this amount  was c o n t r i b u t i o n s  or deposits for construc- 

t i o n .  However, t h e  proposed a d j u s t m e n t  is d e  ininirnus i n  t h i s  case 

s i n c e  i ts d e d u c t i o n  or i n c l u s i o n  i n  ra te  base  h a s  n o  impact upon 

r e q u i r e d  n e t  o p e r a t i n g  r e v e n u e s .  TIER was used r a t h e r  t h a n  return 

o n  n e t  i n v e s t m e n t ,  making  t h i s  ad j u s t i n e n t  i r r e l e v a n t  . The C o i m n i s -  

s i o n  t h e r e f o r e ,  d e n i e s  r e h e a r i n g  on t h e  i s s u e  of rate base. 

The AG r e q u e s t e d  r e h e a r i n g  of t o l l  r e v e n u e s  a r g u i n g  t h a t  t h e  

n e g a t i v e  NECA true-up a d j u s t m e n t  was p u r e  guess  work upon L e s l i e  

C o u n t y ' s  p a r t  and, t h e r e f o r e ,  s h o u l d  be e l imina ted .  The Coimnis- 

s i o n  f o u n d  t h i s  a d j u s t m e n t  reasonable  a n d  t h e  AG f a i l e d  to  provide  

n e w  e v i d e n c e  to  suppor t  i ts content ion .  T h e r e f o r e ,  t h e  Commission 

denies r e h e a r i n g  o n  t h e  i s s u e  o f  t o l l  r e v e n u e .  

The AG r e q u e s t e d  r e h e a r i n g  o n  t h e  i s s u e  of loca l  r e v e n u e  

d i v i d i n g  i t  into the two s u b - i s s u e s  of: 

(1) End-user  c h a r g e .  

( 2 )  A d d i t i o n a l  r e g u l a t e d  r e v e n u e s .  

The AG argues t h a t  e i n c e  t h e  e n d - u s e r  c h a r g e  i n c r e a s e d  froin 

$ 1  t o  $ 2  o n  J u n e  1, 1986, test  pe r iod  r e v e n u e s  s h o u l d  be a d j u s t e d  

to refeet t h i s  c h a n g e .  A l t h o u g h  t h e  a d j u s t m e n t  proposed by t h e  AG 

ineets t h e  c r i t e r i a  of b e i n g  known a n d  ineasurahler t h e  c h a n g e  in 

rates o c c u r r e d  the day before the F i n a l  Order w a s  I s s u e d r  which i n  

t h e  Cointnfssion'e o p i n i o n  l a  too f a r  outside of t h e  t e a t  period. 
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6 F u r t h e r ,  Case No. 8838 is now e x a m i n i n g  t h e  impact t h i s  w i l l  h a v e  

upon loca l  s e r v i c e  r e v e n u e s .  The Coinmission therefore d e n i e s  

r e h e a r i n g  on  t h e  i s s u e  of e n d - u s e r  charge. 

The i s s u e  of a d d i t i o n a l  r e g u l a t e d  r e v e n u e s  w a s  based on t h e  

a r g u m e n t  t h a t  t h e  C o m m i s s i o n ' s  embedded CPE r e v e n u e  a d j u s t m e n t  w a s  

i n c l u s i v e  of r e v o n u e e  n o t  c o n n e c t e d  w i t h  d e r e g u l a t e d  CPE. 

T h e r e f o r e ,  since r e h e a r i n g  has been g r a n t e d  o n  embedded CPE, t h e  

Coirunission g r a n t s  r e h e a r i n g  on t h e  i s s u e  of a d d i t i o n a l  r e g u l a t e d  

revenues. 

The AG r e q u e s t e d  r e h e a r i n g  o n  m i s c e l l a n e o u s  r e v e n u e ,  d i v i d i n g  

i t  i n t o  t h e  t w o  s u b - i s s u e s  of: 

(1) Cable TV r e v e n u e s  

( 2 )  The p r e m a t u r e  r e inova l  of CWIP and  p l a c i n g  i t  i n t o  p l a n t  

i n  service. 

The AG p r o v i d e d  s u p p o r t  froin t h e  h e a r i n g  t h a t  s u b s t a n t i a t e d  

i ts claim t h a t  t e s t  period cable  TV r e v e n u e s  w e r e  u n d e r s t a t e d .  

Therefore, t h e  Coinmission g r a n t s  r e h e a r i n g  o n  t h e  i s s u e  of cable 

TV r e v e n u e s .  The AG c o u l d  p r o v i d e  n o  new s u p p o r t  t h a t  CWIP t r a n s -  

ferred to  p l a n t  i n  service w a s  n o t  u s e d  and u s e f u l  a t  or n e a r  t h e  

e n d  of test per iod.  Therefore, t h e  Commission,  d e n i e s  r e h e a r i n g  

on t h e  i s s u e  of premature t r a n s f e r  of CWIP. 

The l a e t  r e q u e s t  €or r e h e a r i n g  made by the AG was for t h e  

i s s u e  of d e p r e c i a t i o n  e x p e n s e  based upon t h e  t r a n s f e r  of CWIP i n t o  

ti An I n v e s t i g a t i o n  of T o l l  and Access Charge Pricing and T o l l  
Set t lement  Agreements for T e l e p h o n e  U t i l i t i e s  P u r s u a n t  t o  
Changes  to be E f f e c t i v e  J a n u a r y  1, 1985.  
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p l a n t  i n  s e r v i c e .  A s  i n  m i s c e l l a n e o u s  r e v e n u e s  t h e  AG h a s  pro- 

v i d e d  n o  new e v i d e n c e  o n  w h i c h  t o  b a s e  i ts  claim. The C a n m i s s i o n  

t h e r e f o r e  d e n i e s  r e h e a r i n g  o n  t h e  i s s u e  of d e p r e c i a t i o n  e x p e n s e .  

IT IS THEREFORE ORDERED t h a t :  

1. Leslie C o u n t y ' s  request f o r  r e h e a r i n g  o n  t h e  i s s u e  of 

r i g h t - o f - w a y  c l e a r i n g  e x p e n s e  be and  i t  h e r e b y  is g r a n t e d  o n  t h e  

c o n d i t i o n  t h a t  L e s l i e  Coun ty  f i l e  t h e  n e c e s s a r y  i n f o n n a t i o n  

r e q u e s t e d  h e r e i n .  

2. L e s l i e  C o u n t y ' s  r e q u e s t  f o r  r e h e a r i n g  o n  t h e  i s s u e s  of 

r e a r r a n g e m e n t  of c a b l e ,  a e r i a l  wire, e te . ,  and  cost of i n s t a l l a -  

t i o n ,  t e s t i n g  and r o u t i n i n g  u s e d  COE b e  and i t  h e r e b y  is d e n i e d .  

3. L e s l i e  C o u n t y ' s  r e q u e s t  for r e h e a r i n g  o n  t h e  i s s u e  o f  

m a i n t e n a n c e  e x p e n s e  a s s o c i a t e d  w i t h  embedded CPE be and i t  hereby 

is g r a n t e d .  

4 .  L e s l i e  C o u n t y ' s  r e q u e s t  f o r  r e h e a r i n g  o n  t h e  i s s u e  of 

embedded CPE be and  i t  h e r e b y  is g r a n t e d  o n  t h e  c o n d i t i o n  t h a t  

Leslie Coun ty  f i l e  t h e  n e c e s s a r y  infonnation requested herein. 

5 .  Leslie C o u n t y ' s  reques t  for r e h e a r i n g  on t h e  i s s u e  of 

IDC b e  and i t  h e r e b y  is g r a n t e d  o n  t h e  c o n d i t i o n  t h a t  Leslie 

County  f i l e  t h e  n e c e s s a r y  i n f o n n a t i o n  r e q u e s t e d  h e r e i n .  

6 .  L e s l i e  C o u n t y ' s  r e q u e s t  for r e h e a r i n g  o n  t h e  i s s u e  of 

company automobile be and it h e r e b y  is g r a n t e d  o n  t h e  c o n d i t i o n  

t h a t  L e s l i e  Coun ty  f i l e  t h e  n e c e s s a r y  i n f o m a t i o n  r eques t ed  

h e r o i n .  

7. Leslie C o u n t y ' s  request for r e h e a r i n g  on t h e  issue of 

ra te  case e x p e n s e  amount  be and  i t  h e r e b y  i a  d e n i e d .  
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8. Leslie County ' s  request for r e h e a r i n g  o n  t h e  i s s u e  of 

r a t e  case e x p e n s e  amort izat ion period be and it hereby fs granted .  

9. Lealie County's requoat for rohsaring o n  t h e  issue of 

ITC be and it hereby is d e n i e d  on t h e  i s s u e  of i n e t h o d o l o g y  b u t  

granted on t h e  issue of reviewing past f i n a n c i a l  d a t a .  

10 .  Leslie C o u n t y ' s  request for r e h e a r i n g  o n  t h e  i s s u e  of 

TIER be and it h e r e b y  is g r a n t e d .  

11. The AG's  r e q u e s t  for r e h e a r i n g  on t h e  i s s u e  of R a t e  Base 

be and i t  h e r e b y  is d e n i e d .  

12. The A G ' s  r e q u e s t  f o r  r e h e a r i n g  on t h e  i s s u e  of Toll 

Revenue be and i t  h e r e b y  is d e n i e d .  

13. The A G ' s  r e q u e s t  for r e h e a r i n g  o n  t h e  issue of end user 

c h a r g e  be a n d  it h e r e b y  is denied. 

1 4 .  The AG's r e q u e s t  for r e h e a r i n g  o n  t h e  i s s u e  of a d d i -  

t i o n a l  r e g u l a t e d  r e v e n u e  be a n d  i t  h e r e b y  is g r a n t e d .  

15. The A G ' s  r e q u e s t  for  r e h e a r i n g  on the i s s u e  of cable TV 

r e v e n u e s  be a n d  i t  h e r e b y  is g r a n t e d .  

16. The AG's  r e q u e s t  for r e h e a r i n g  o n  t h e  issue of CWIP 

t r a n s f e r r e d  t o  u t i l i t y  p l a n t  i n  s e r v i c e  be a n d  i t  hereby is 

denied. 

17. The, A G ' s  r e q u e s t  for  r e h e a r i n g  o n  the i e e u e  of depreci- 

ation expense be a n d  i t  h e r e b y  is d e n i e d .  

18. The i n f o r m a t i o n  r e q u e s t e d  h e r e i n  a n d  pref  iled testiinony 

by Leslie C o u n t y  a n d / o r  t h e  AG s h a l l  be f i l e d  w i t h i n  3 weeks of 

the date  of t h i s  O r d e r .  
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Done a t  F r a n k f o r t ,  Kentucky,  t h i s  11th day of m y ,  1386. 

PUBLIC SERVICE COMMISSION 

U o Q .  /% 
Cha lrman q*=/ V ce Cha rman 

ATTES T : 

S e c r e t a r y  


